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Chief, Planning and Review Staff 18 Novenber 1554

peputy Chief, Analysis Uivision

tveluation of ulrarian State loan and lottery Pro ran

1. The attached evalustion of the ful-arian State loan and lottery
program has been prepared to answer the guestions posed in the DLF memew
randum of 10 November 195L.

2, Information eontained in this evaluation ls anclessified, The
classification applies only to the analyst's oplnions,
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WVALUATIOR CF THE BULQARIAM STATE 104 AND LOTTERY PROORAM

SUMARY: The Bulgarian bond 1sgues program, 88 ome method of Btate finance
ing, appears to be mommd from a fiscal standpoint, Since the bonds are paild
far ovt of personal income, the imsedinte sffect on the economy is deflationary
in thai spending and congumption are delayed and turned into other schannels.
Under the lottery eystem, mogt subscribers to the loan veceive ne rowerd

in sy form for savings. This, however, has not deterred the Bulgarian workers
fres purchesing the bonds aince subscription is preetically sompulsory, in
spite of claims to the contrary. Dishonesty of State officials in describing
the program as "voluntary®, somplete denial of interest to 65% of the loan
gumoribers, and withholding from the people the use of their personsl funde
fer & period of B0 years are the principal grounds on which the progran may

be criticized. Ll

Bulgarian Stats loans were floated in 1982 snd 1954 in connection with

¢ lohg % weononle plans. The progras for repayment of these loans

;' used by other Sstellite governments and the USSE. Interest,
y these loans| inatesd, a specified preportion of the
ok ¥ & " (8ee Teble 1 for scheduled

11952 and 108} ere slike {n their principal provisiongy
i total of 100,000,000 leva (358,800,000 at the official exchance
‘ fable in 20 years with subseriptions paysble cver a 10-month period.
fhe sum totdl of prize money probably has been reduced for the 195 loan
sohedule frém that of 1952, On the 1552 loan, 39§ of the serisl mmbers
yed on bonds of 200-1Rva denominations) are scheduled to be drawm in the -
soutse of the LO drawings, securring twice s year for 20 years, Owners holding -
nds sve entitled to prizes.  Bonds to e redeenmed before maturily g
g4V o séries of drawings. Out of the total mumber of bonds
suld off before maturity and the remaining BOF are redeemed
mers. A1l bonds aré to be ened st face value. Thus, for
loen the subscribers receive no interest on the money invested, -
‘he funds are tied up fur 20 years. IThe bonds are
market for theh-exists or, if

these bonds
20€ are %o

ly after
658 of the to
and for BOE of the loan the
 usgotisble; however, it 1s not known whethsr &

5o, whether they are ‘#¢18 at & discount. :

The Stats budgets for 1953 and 1555 show incons from State loans as 3o -
miliion and OO million levas vespectively: = ‘The offmeiting expenditure on
scoount of the State loan in 195h is stated as 68,4 milllon leva. This
expenditure wovld presumsbly ipclode prizes and bond redemption,

In the course of the 20 years of the 1952 loen, the State was scheduled
to pay L02.L million leva in prizes, an amount siightly above the L0O million
1eva which would equel a simple interest rate of 9%. Tne Geverment decree
on ths Btate loan of 1952, stated that wehe sum totel of all prizes equals
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mavm mbmatafﬁﬁy@rfwﬁw 20eveny term,t The

0t of JTL slmdlarly 2leirs a i aversge intervst rate,
B 4 1s dust sbove thet of ths United States on B-Surics
% 3 mmm realized on $100 invested in 1.5, savings
bonds for the firet 10 ware relnvested for another 10 years
e todal interest i amount to & @mﬁmﬁﬂy 370,00, On the
Wmﬁmﬁﬁ;m wm r&%rm;{mﬂﬁmm%mwrm

rembed.) From the fisoal polnt of view, the net retums on the
l ma&mﬁ.& be at hast a8 high a8 that realized by the

lovernment 8inde thare 1o no M@Szue for 20 yoars and no redmptdon
phlon of the purchager ag i:n e Urdied States,

The Imttery arreogenwnt preférred by some Wam arsd
:ai*i:m The a&hﬁi& voness of the srringements, however,
L8 50% pa ‘i 40 the male of ¥he bonds since ﬁw Btate hat mpansg
of naiing subltription sapulsory and Joans are rogularly oversubscribed.
e adve :m of the loan a8 "voluntary® is a false description
of %w mm uped, Tho cextral gmx*mamt asspgsey the various

and ¢ ote where, in turh, the sssesment is dlvided mmong
MWMM and individuals, Idsts of workers snd enployeos uf
ﬁ?ﬁ?&ﬁﬁ%, pe wblie, and private enterprises, offices, and
puganigetions, well a8 morbors of agriculturdl cooperatiwes, &re
and & %@d of the smamrt sbstribed by each individusl is
st in the enterprise where the WW.«.;}%&.&:‘ tazes place. The usual
pnh tar & worker in industry or trade is the smount of his
ges ?ﬁaﬁazﬁ, mz’bm*i;atﬁ,am aro detemined by sppropriste
ztive bodles %Wm used for the loans of 1552

huide i‘m te mem&mig the loan progren BoIves
N8 PUITPOSS Lo, MW&meﬁmﬁ
‘ %Wkamﬁﬁw&mimrws. Bolpesis has been

wving © agmting the Wc&ming s of the people with
‘3& %mm mﬁ&am%mmwmmm
of m&mmg iﬁﬂatim pressurcs.

s 1o Jess sdventegecos %o tm msﬁvim Yan $o the
éh;ﬁr},w& of a cholee between présant and future spending.
ﬁw majority of those vho purchbsc bonds receive 1o OoNe
mmﬁoi‘@ammm borm of the lomn is so
WM ﬁ&z’amﬁ e:@esc‘b z return of thelr original
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